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On balance, the new national health reform law represents a remarkable opportunity for New Mexico and will 

provide much more in benefits than costs to our state.  The following summary provides information about some 

of the key fiscal benefits and costs as the law is fully implemented (2010-2019).
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KEY BENEFITS 
 

Federal Private Health Insurance Subsidies (both premium credits and cost-sharing subsidies) 
 

 In aggregate, New Mexicans will receive $3.7 billion new federal dollars for private health insurance 

subsidies from 2014-2019.
 2

  

 At full implementation of health care reform in 2019, approximately 120,000 New Mexicans will be 

recipients of federal subsidies and premium credits, averaging $7,250 each (total $870 million).
3
 

 

Expansion of Medicaid to 133% of FPL and Support for Children’s Healthcare  
 

 From 2014-2019, reform will bring in $3.1 billion new federal dollars to New Mexico to provide Medicaid 

coverage for approximately 150,000 new beneficiaries.
4
  In addition, the new law will provide 100 percent 

federal support for the State Children’s Health Insurance Program or “SCHIP,” likely worth an additional 

$168 million in new funding.
5
 

 

Immediate Assistance for Individuals who are Unable to Secure Affordable Health Insurance 
 

 The new health reform law provides immediate assistance to individuals who are unable to secure 

affordable health insurance by establishing a new high risk pool in New Mexico.  It will operate until the 

new health insurance exchanges are implemented in 2014.  During 2010-2014, New Mexico is expected to 

receive at least $37 million for this program.
6
  

 

Small Business Tax Credits 

 Starting this year, 24,456 small businesses in New Mexico are eligible to receive a health insurance tax 

credit, phased in from 35% to 50% of their contributions to employee health insurance premiums.
7
 

 A conservative estimated net benefit for New Mexico’s small businesses from this program is 

approximately $232 million (2010-2019).
8
 

 A small business with 10 employees, employee health care costs of $70,000, and a payroll of $250,000 will 

receive a $24,500 tax credit each year from 2010-2013 and $35,000 in 2014. 

 It is estimated that in New Mexico, the average benefit to small businesses will be $9,487 (those that 

employ a smaller number of employees would receive even more).
9
 

 

Strengthening Medicare by Reforming Medicare Advantage 

 Reform is estimated to lower premium costs for 224,000 New Mexico seniors and other Medicare 

beneficiaries by as much as $45 in premium costs, per beneficiary, each year, at an overall impact for New 

Mexican Medicare beneficiaries of approximately $10 million per year.
10

 

 Changes in Medicare Advantage benchmarking policy will lower excess payments to private insurance 

companies but maintain higher payments for New Mexico as percentage of fee-for-service (traditional 

Medicare) than other states.  New Mexico payments are expected to be 113 to 118 percent of fee-for-

service, while plans in New York will receive 102 percent and in Connecticut plans will receive 97 

percent.
11

 

                                                 
1
 Complete estimates of the impact of health care reform are not available; this represents a summary of available information.  Please 

see citations for sources of information.  As more data becomes available, these estimates may be updated and refined.  Last revision 

date: May 18, 2010.   
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KEY COSTS 
 

Medicaid State Matching 
 

 Between 2014 and 2019, New Mexico is expected to only match approximately 3% of the costs for covering 

new Medicaid recipients.  This will require the state of New Mexico to provide approximately $16.7 million per 

year (just $111 per recipient per year).12  
 

Excise Tax on High Cost Insurance Plans 
 

 Heath care reform places a new tax, beginning in 2018, on high cost, so-called “Cadillac” health insurance plans 

valued at over $10,200 for individual coverage and $27,500 for family plans.13 

 In New Mexico by 2018, the projected total average health insurance plan cost for individuals will only total 

$6,828 for individual coverage and $20,231 for families.14   

 An independent analysis by the Congressional Research Service indicates that very few insurance plans in New 

Mexico fall above this threshold, likely less than 2%.15 

 Thus, almost all plans fall well below the threshold for the new excise tax and this means the vast majority of 

New Mexicans will not pay this tax. 
 

Medicare Hospital Insurance (HI) Tax  
 

 The Medicare HI tax applies to individuals who earn more than $200,000 per year and couples who earn more 

than $250,000; it also places a surcharge on some unearned income for these higher-income taxpayers. 

 About 1.89 percent of New Mexicans report earned income above $200,000.16 

 Thus, over 98% of New Mexicans will not face any additional tax burden. 

 By way of contrast, a higher percentage of residents in other states will experience this new tax.  For 

example, 375,265 or 3.78% of taxpayers in New York and 101,088 or 5.4% of taxpayers in Connecticut are 

likely to have to pay this tax.17   
 

Penalties from the Individual Mandate 
 

 In 2014, the new health care law requires most individuals to maintain minimum essential health care coverage 

or pay a penalty of $95 or 1% of income (whichever is greater).  In New Mexico, 1% of current median income 

is $414.  By 2016, the flat dollar amount per person rises to $695 or 2.5% of income (approximately $1,036 in 

current dollars for median income taxpayers in New Mexico).18  

 The Congressional Budget Office estimates that the majority of uninsured individuals in 2016 will not be 

subject to a penalty (and in fact, may be eligible for subsidies or public coverage through Medicaid).19 

 In addition, the law provides a number of exceptions, many of which apply to New Mexicans. 

o Taxpayers who are not required to file a tax return -- i.e., in 2010 those with incomes at or below $9,350 

for single filers and $ 18,700 for joint filers -- are also exempt from the mandate and any penalty.  In 

New Mexico, approximately 225,000 or 12% of taxpayers fall below these thresholds and thus will 

not face a penalty.20   

o 194,000 (9.7%) of New Mexico’s population is American Indian and are exempt from the mandate.21  

 And, with the Medicaid eligibility expansion, over 630,000 New Mexicans will be covered by this public 

program and thus will not be subject to the individual mandate penalty.22  Combined with Medicare and private 

coverage expansion, this means over 94% of New Mexicans would be eligible for health insurance coverage 

(undocumented immigrants would be the only group without a guaranteed source of coverage).23   
 

Industry Fees 
 

 Health care reform places a number of new fees on drug and health insurance companies as well as an excise tax 

on certain medical devices. Given the current industry mix in New Mexico, the impact on our businesses will be 

limited, particularly in comparison to other states with large pharmaceutical companies, such as New Jersey, or a 

large medical device manufacturer presence, such as California.24   
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